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Exhibit "A" referred to la the foregoing form of Agreement is at-

tached to and a part of the copiee of such Agreement to be executed, one of

such executed copies to be retained in the files of this Company.

The 2xecutire Committee authorized lir. Klossner, or a Vice Presi-

dent, to execute on behalf of this Company an Agreement in the following

fora between Rubber Reserve Company and The Dow Chemical Company, and author-

ized the Secretary, or Assistant Secretary, to affix the seal thereto and

attest the same:
I

THIS CONTRACT, made and entered into this day of
1942, by and between RUBBER RESERVE COMPANY

(hereinafter called 'Reserve'), a corporation created by Recon-
struction Finance Corporation pursuant to Section 5d of the Recon-
struction Finance Corporation Act, as exended (said Section being
hereinafter called 'Section 5d'), and baring an office for the
transaction of business in Washington, D. C., party of the first
part, and TEB DOIT CHEMICAL COMPANY (hereinafter called 'Contrac-
tor'), a corporation organized and doing business under the law*
of the State of Michigan, qualified to do business within the
State of California, and haying an office at Midland, Michigan,
party of the second part;

1 I T N E S S S T H :

WHEREAS, in order to aid the Gorernment of the United States
(hereinafter sometlacs called the 'Government') In Its National
Defense Program, Reconstruction Finance Corporation is authorised
by Section 5d to create corporations with certain env»erated powers
including the power to produce strategic and critical materials
a« defined by the President; and

WHER2AS, by his letter addressed to the federal Loan Admin-
istrator, dated June 28, 1940, the President has defined as
strategic and critical materials within the meaning of Section 3d
those materials contained In the list of strategic and critical
materials of the Army and HaTy Munitions Board, revised and ap-
proved January 30, 1940, as well as such other materials as might
thereafter be added to such list; and
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by its letter addressed to Reconstruction Finance
Corporation, dated October 7, 1940, the Army and Nary Munitions
Board has set forth certain commodities approred by said Board as
strategic and critical materials and has included rubber among
such commodities; and

WE531SAS, Reserve has been authorized and empowered in its
charter to perform all acts and transact all business which is
permitted legally to be performed or transacted in connection with
the producing, processing, manufacturing and marketing of rubber
and its related materials and substances; and

WHEREAS, the production of synthetic rubber of the Butadiene-
Styrene Copolymer type suitable for the production of tires and
tubes (said rubber to be hereinafter called 'Synthetic Rubber')
and the expansion of capacity within the United States for such
production are important in the interest of the GoTerament's Na-
tional Defense Program; and

WH2R2AS, styrene is one of the raw materials used in the manu-
facture of Synthetic Rubber; and

iCESRSAS, Defense Plant Corporation, a corporation likewise
created by Reconstruction Finance Corporation, pursuant to author-
ity contained in Section 5d, has entered into a certain agreement
with Contractor, dated Kay 1, 1942, as amended (hereinafter called
the 'Leaaa Contract'), under the terms of which Contractor, as
agent for Defense Plant Corporation and for the account and at the
expense of Defense Plant Corporation, has agreed to design, con-
struct and equip, or cause -to be designed, constructed and equipped,
a plant for the production of styrene (said plamt and all machinery
and equipment therein being hereinafter called the *Plaat'), the
Plant to be located on a site to ba acquired and owned by Defense
Plant Corporation at or near Loa Angeles, California, and designed
to hare an annual capacity of approximately twenty-five thousand
(25,000) short ton* (a short ton comprising two thousand (2,000)
pounds) of styrene; and

3HKIAS, under the terms of the Lease Contract, Contractor has
further agreed to become lessee of the Plant from Defense Plant Cor-
poration, lessor,.for a term ending fire (5) years after completion
of the Plant and all the units of the Pleat are ready- for operation,
as prorided in Paragraph BIGHT of the Lease Contract; _

ROW, TEBSSFORE, for and la consideration of the) presdses end
of the mutual co Ten ants hereinafter set forth and im further
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consideration of the execution of the Lease Contract by Defense
Plant Corporation with Contractor, the parties hereto mutually
agree as follows:

Section 1. From and after the date of this eontraot and
— concurrent17 with the design and construction of the Plant,
Contractor, for Reserve and for the account and at the expense
and.risk of Reserve, shall undertake all preparations necessary
for'.the subsequent operation of the Plant for the production of
styrene of a grade and quality meeting the specifications as
aet forth In Exhibit 'A* attached hereto and made a part hereof
(said specifications and any amendments thereof, effected pur-
suant to Section 18 hereof, being hereinafter called 'Contract
Specifications* and said styrene produced in the Plant Beeting
Contract Specifications or which Reserve may elect to accept
although not meeting Contract Specifications, being hereinafter
called •STYRSNX'), including but not Halted to the training of
personnel; the testing and operation of the Plant or portion*
thereof, prior to the final completion of the Plant; and, with
the approval of Reserve, the erection and operation of pilot
plants, if any, for experimental purpose*, and the conducting
of testing, research, laboratory, experimental and developmental
work in connection with the process or processes for the manu-
facture of 5TYR2K3.

Section 2. Contractor shall notify Reserve in writing on
the date at which the first unit of the Plant is ready for
operation and thereupon and during the remaining term of this
contract, Contractor shall use it* best effort* to produce in
the Plant for Reserve and' for the account and at the expense
and risk of Reserve, such quantities of STTJCKZ a* Re*erve shall
request pursuant td the provision* of Section t hereof. Con-
tractor shall further notify Reserve in writing on th* date at
which, IK Contractor** opinion, the Plant 1* capable of produc-
ing Sllfijtt at the rat* of at least twenty-five thousand (29,000)
short t&i par year, it* rated capacity, for the purpose* of
this oottrnet the term 'Commitnent Tear* shall naan each of the
several consecutive fiscal periods of twelve (12) month* (or
part thereof"in the event of the cancellation or expiration of
this contract prior to th* and of any such, period), th* firrl
such period commencing with a data nine (9) month* after the)
completion of th* 'Construction Program* (a* d*fln*d-ln tnsr-
Leas* Contract) or upon *ald data upon which Contractor ahall
notify Recerre that the Plant 1* capable of producing 9TTPJB1
at it* rated capacity, whichever 1* th* earlier.

. >

It i* expressly understood that all person* managing and
operating the Plant or engaged in the performance of thia
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contract by Contractor, shall be employed or retained by Con-
tractor and shall not be employees of Reserve for any purpose
whatsoever.

Section 3. Reserve shall reimburse Contractor for Contrac-
tor's costs hereunder, as herein defined, and shall pay to
Contractor the overhead and management charge hereinafter speci-
fied in Section 5 hereof.

For the purposes of this contract, Contractor's costs here-
under shall include all costs which have been incurred by Con-
tractor since March 18, 1942, and which have been incurred in
anticipation of this contract and prior to the execution hereof
and which, if incurred after the execution of this contract,
would have been considered as allowable items of costs within
the meaning of this contract and all costs and expenses of what-
soever kind or character incurred by Contractor in connection
with the occupancy, management, operation, repair and maintenance
of the Plant and the manufacture and production of STYR5N3, includ-
ing, but without limitation, the following:

(a) All salaries and wages, whether full-time or part-
time, and including compensation for overtime, for work per-
formed at the Plant or elsewhere, both ia connection with
preparations necessary for the operation of the Plant and ia
connection with the management, operation, occupancy, repair
or maintenance of the Plant; all salaries and fees for services
of technical, consultant-engineering or other professional
experts, whether performed on or off the Plant-sit* and whether
on a full-time or part-time basis; all extra compensation paid
to employees engaged in the operation of the Plant and all
discontinuance wages paid to such employees; the amount di-
rectly chargeable to Contractor for all group insurance,
retirement-income plan, and ell other welfare and employee-
relation plans maintained by Contractor for the benefit of
employees engaged in the operation of the Plant; and an equi-
tably proportionate share, in connection with ths operation
of the Plant, of Contractor's cost of all welfare and other
employee-relation plans maintained by Contractor for ths
benefit of its employees generally.

It is understood that in ths event ths full tims of any
employe* of Contractor is not applied in connection vita ths
operation of ths Plant, ths wages or salary of such smployss
shall be included herein only in proportion to th* actual tims
applisd in connection with th* operation of th* Plant. It is

i
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further understood that the payment of any extra compensation
or discontinuance wages and any expenditure*, pursuant to the
maintenance of welfare or other plans for the benefit of em-
ployees of Contractor, shall be included herein only in so far
as the payments or expenditures are consistent with Contrac-
tor's general employee-relation policies throughout its organiza-
tion, or are incurred pursuant to an agreement Bade as a result
of collective bargaining with representatives of Contractor's
employees, or are expressly authorized in writing by Reserve,
it being intended that employees of Contractor in the Plant
shall be treated no less favorably than other employees of
Contractor whose services are not used in the performance of
this contract.

(b) The cost of all facilities, machinery, tools, die*,
jigs, office equipment, supplies, manufacturing aids, altera-
tions, improvements, replacements, and additions to the Manu-
facturing buildings or equipment facilities connected therewith,
required for the efficient operation of the Plant and for which
Contractor is not reimbursed under the Lease Contract, or other-
wise; and the cost of all maintenance and repairs, including
the cost of replacing, repairing or reconditioning any of the
machinery or equipment comprising the Plant, damaged or destroyed,
but only to the extent that the damage to or destruction of said
machinery or equipment is not covered by Insurance and only to
the extent that the replacing, repairing or reconditioning is
necessary to the efficient operation of the Plant.

It is hereby understood that title to any and all property
of whatever character, the cost of which is paid by Reserve,
pursuant to this subsection (b) of this Section 3, snail vest
directly in Reserve or Defense Plant Corporation, a* the re-
spective Interests of each may appear, and that title to such
property shall in no erant vast la Contractor.

It la further understood that tha coat of repairs, if per-
formed. i» repair shops maintained by Contractor, shall include
an appropriate charge to reimburse Contractor for orerheed
expense incurred by Contractor in maintaining su«h repair shop*.

(o) The asjouat of all taxes, licensee), fee* or other chare**
lavied by any competent governmental authority on th* property
covered by th* Leas* Contract, or for th* privilege) of operat-
ing th* Plant, or on th* product manufactured therein, or on
•ay materials or supplies, including *&• amount of any payment*
sad* by Contractor under th* Social Security Act (employer'*
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contribution} and any applicable Federal, state or local taxes,
assessments or charges (excluding any taxes on net income and
any excess-profits taxes) which Contractor may be required to
pay and which are incurred in connection with the operation of
the Plant, and including the amount of any additional taxes or
contributions required to be paid by Contractor at any time
during the performance of this contract or within fire (5)
years thereafter pursuant to the Unemployment Compensation Act
of any state and arising out of the layoff or discharge of per-
sona on account of the intermittent operation of the Plant or
termination or completion of this contract,

(d) The amount of all premiums or other costs of any bonds
or insurance, including public liability, employers' liability,
property damage, workmen's compensation, fidelity, fire, theft,
burglary or other insurance carried by Contractor in connection
with the operation of the Plant or otherwise in the performance
of this contract, including such insurance as is required to be
carried under the terms of the Lease Contract, but such amount
shall be exclusire of any premiums provided for under the Lease
Contract and chargeable to the 'Construction Program,' as there-
in defined. In the erent Reserre and Contractor shall agree
that Contractor shall cover workmen's compensation risks on a
self-insurance basis, such arrangements shall be effectuated in
a manner mutually satisfactory to the parties hereto.

(e) The amount, if any, paid by Contractor (including all
direct expenses incident thereto) for any injury to or death
of a person or persons, or any damage to or destruction of
materials or other property, the liability for which is incurred
by Contractor during the term of this contract, and arising
through the occupancy of the Plant, or through the performance
of this contraot, or through the performance of the Lease Con-
tract, but only to the extent that (1) Contractor is legally
liable therefor as determined by a court of competent and final
Jurisdiction or pursuant to a settlement made with the express
approval of Reserve and Contractor is actually out-of-pocket
therefor without indemnity of any kind through insurance cover-
age or otherwise, (2) Contractor has not failed to carry proper
insurance coverage acceptable to Reserve, and (3) an officer
of Contractor, or any representative of Contractor having super-
vision and direction of the Plant as a whole, acting within the
scope of his authority and employment has not been guilty of
bad faith or wilful misconduct.

(f) The cost of all power, water, steam, fuel, compressed
*ir, telephone and telegraph services and other utilities and
services.
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(g) Tne coat of oporating any pilot plants in connection
with the process or processes used or Intended to b« used by
Contractor In the production of STYRSWE In the Plant, includ-
ing the cost of all materials used or consumed in such experi-
mental operation, provided, however, that such cost shall be
included only to the extent approved la advance by Reserve in
accordance with arrangements to be mutually satisfactory to
Reserve and Contractor.

(h) The cost of conducting all testing involved in Con-
tractor's operation of the Plant including the testing of the
finished product to be delivered to Reserve and the testing of
raw materials.

(i) The coat of conducting all research, experimental,
laboratory and developmental work, including all costs under
contracts or subcontracts for technical services or consultant
advice, in connection with the process or processes used or
intended to be used by Contractor in the manufacture of STYR2TZ
in the Plant, provided, however, that such cost shall be included
only to the extent approved In advance by Reserve in accordance
with arrangements to be mutually satisfactory to Reserve and
Contractor.

(J) The amount of ell accounting expense arising in con-
nection with this contract, including the cost of any audits
required by Reserve, and expenses of any kind whatsoever incurred
in connection with the termination of this contract or the Leas*
Contract.

(k) The cost of training of personnel required for the
operation of the Plant, including expenses incurred in the pro-
curement of suitable labor therefor and including any moving
expenses of such personnel, provided that such expenses conform
to and do not exceed expenses of the saae kind assumed by Con-
tractor in the normal conduct of its business.

(1) The cost of all Materials and supplies, necessary for
the manufacture of STYRZNS hereunder, including the coat of all
transportation charges incurred by Contractor with respect to
such materials and supplies.

(a) The amount of any expenses incurred in the performance
of this contract in connection with travelling and sustenance,
provided that such allowances conform to and do not exceed the
ordinary allowances authorized by Contractor for ita employees
in the normal conduct of its business.



35O

(n) The cost of disposing of all waste solids, liquids
and gasea resulting from manufacturing operations at the Plant
and the cost of disposing of worn-out or obsolete equipment,
Junk and debris.

(o) The amount of any costs of the character described
in this contract which may be incurred during any period within
the term of this contract in which operation of the Plant is
suspended and also all costs incurred in placing the Plant in
stand-by or operating condition.

(p) All expenses, losses and liabilities incurred, or
for which Contractor Is obligated to Defense Plant Corporation,
under the Lease Contract and for which Contractor i» not re-
imbursed by Defense Plant Corporation under the Lease Contract,
provided that such expenses, losses or liabilities are not due
to the bad faith or wilful misconduct of an officer of Contrac-
tor or any representative of Contractor haying supervision and
direction of the Plant as a whole.

(q) The amount expended in retreating or reprocessing
styrene delivered to Reserve and found to be unsatisfactory
for the manufacture of Synthetic Rubber.

(r) An amount corerlng patent royalties equal to one-
eighth of a cent (0.12S0*) per pound of STYRSM2 delivered to
Reserve hereunder. It is hereby understood that there shall
not be included as a part of Contractor's costs under this Sec-
tion 3 any additional amounts corering royalties as such, in con-
nection with the operation of the Plant or the manufacture and
production of STTR2NX for Reserre hereunder. Moreover, in the
erent of any claim or any legal suit or action for infringe-
cent of patent rights brought by any party whatsoever based upon
Contractor's operation of the Plant and the manufacture and produc-
tion of STYRSKS for Reserve bereunder, Contractor's expenses of
defending or settling such clair, suit or action shall not be
included as a part of said costs; provided, however, that there
nay be included as a part of said costs an amount covering
damages resulting from any »uch claim, suit or action and as-
sessed pursuant to a decree or judgment of a court of competent
and final Jurisdiction, or an amount covering a settlement of
any such claim, suit or action mad* with the express approval
of Reserve, but only to the extent that the amount of such
damages or settlement is properly attributable to Contractor's
operation of the Plant and manufacture and production of
for Reserve hereunder (as distinguished from any other opera-
tions of Contractor involved in such claim, suit or action).

i:



351

and only after deduction therefron of the emount of all roy-
alties theretofore paid (or then payable) by Reserve to Con-
tractor hereunder and either retained (or retainable) by Con-
tractor or recoverable front other persons.

From the 'costs' as hereinabove defined there shall be
deducted all credits arising from Contractor's operations,
including but not limited to credits from the sale to others,
with Reserve's approval, of (a) all styrene not acceptable
to Reserve and (b) all by-products resulting from the produc-
ti&n of STYR2N3.

Section 4. The determination of the items of cost, as de-
fined herein, shall be in accordance with Contractor's established
accounting methods. Such accounting methods shall be subject to
approval by Reserve, but no material change shall be made therein
if they conform to good accounting practice and if the cost* are
readily ascertalnable therefron. Contractor shall maintain a
complete separate system of accounts for the work under this con-
tract. All accounting records pertaining to the performance of
this contract shall be subject to inspection and audit during
business hours by any authorized representative of Reserve, but
all information obtained therefrom shall be held in confidence.
Within six (6) months after the close of each six (6) months*
period of this contract, Reserve will examine such book* and
records and within such six (6) months will advise Contractor
in writing of any disagreement which it finds with any item of
cost as determined by Contractor for the period under review, or
thereafter will not disagree with such costs. In the event that
the parties hereto fail to agree on the inclusion of any item of
cost, as defined herein, such question shall be submitted for
determination to an independent certified public accountant, ap-
proved by both parties, who shall be given access to this contract
and to the applicable records and whose decision shall be con-
clusive upon both parties. In the event of inability of the
parties hareto to agree upon the selection of such certified
public accountant, either party may request the Secretary of the
American Institute of Accountants to designate an independent
certified publio accountant, and the designation so mad* snail
be accepted by both parties. The expense of any such submission
shall be borne by the party whose contention it not sustained,
or if the contention of neither party is wholly sustained, such
expense shall be born* by either party, or by both parties in
proportionate amounts, as shall be determined by said certified
public accountant.

Section 5. Jor purposes of this Section 5, the term 'Operat-
ing Year' shall mean sach of the several consecutive fiscal periods

I!
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of twelve (12) months (or part thereof la the event of the can-
cellation or expiration of this contract prior to the end of
any such period), the first such period commencing upon the
date of the first delivery of STYRSNS to Reserve fron the Plant
or from either of two similar plants operated by Contractor for
the manufacture of STYRENE for Reserve and located at Port
Nechaa, Texas, and Gary, Indiana, respectively.

The overhead and management charge for the combined produc-
tion of the Plant, and of the Port Neches and Gejry plants, if
the latter are in operation as aforesaid, shall be an amount
equal to sixty-nine one hundredths of a cent ($.0069) per pound
for the first fifteen thousand (15,000) short tons of STYR2NB
produced in the three above-mentioned plants for Reserve in any
one Operating Year; fifty-nine one hundredths of a cent ($.0059)
per pound for the next five thousand (5,000) short tons In the
same Operating Year; fifty-three one hundredths of a cent
($.0053) per pound for the next five thousand (5,000) short
tons in the same Operating Year; forty-seven one hundredths of
a cent ($.0047) per pound for the next five thousand (5,000)
short tons in the same Operating Year; forty-three on* hundredths
of a cent ($.0043) per pound for the next five thousand (5,000)
short tons in the same Operating Year; thirty-nine one hundredths
of a cent ($.0039) per pound for the next five thousand (5,000)
short tons in the flame Operating Year; thirty-six on* hundredths
of a cent ($.0036) per pound for the next five thousand (5,000)
short tons in the same Operating Year; and thirty-three one hun-
dredths of a cent ($.0033) per pound for each short ton produced
in excess of forty-five thousand (45,000) short ton* in the same
Operating Year.

If, at the end of any Commitment Year, as defined in Sec-
tion. Z hereof, Contractor shall have failed to produce aad deliver
to Reserve the amount of STYUDfX which Reserve has requested Con-
tractor to produce la th* Plant during such Commitment Year in
accordance with the provisions of Section 9 hereof (not exceed-
ing twenty-five thousand (25,000) short tons), then In such con-
tingency Contractor shall repay to Reserve out of the overhead
and management fee received by Contractor fro* Reserve during
such Commitment Year, an amount equal to the aggregate overhead
and management charge paid by Reserve to Contractor undeor thi*
Section 5 for production In the Plant during such Cocmltaaot
Year, computed at the average rate per pound realized by Con-
tractor under the above schedule of charges for the combined
production of the Plant and of the aforesaid plant* located at
Port Neches, Texas, and Gary, Indiana, less the amount obtained

'. i
-f
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by multiplylog said aggregate overhead and management charge by
a fraction, the numerator of which shall be an amount equal to
the number of short tons of STYP.3IB so produced In the Plant and
delivered to Reserre during such Commitment Year and the denom-
inator of which shall be an amount equal to the number of short
tons of STYRZNB requested by Reserve for production in the Plant
during such Commitment Year pursuant to the provisiona of Section
9 hereof, but not in excess of twenty-fir* thousand (25,000)
short tons. With respect to the fractional part, if any, of the
Commitment Year preceding the final expiration of the tern of
this contract, or with respect to the fractional part of the Coa-
mitment Year preceding any prior termination of this contract,
if Contractor shall hare failed to produce and deliver to Reserve
the amount of STYRZJTE which Reserve ha* requested Contractor to
produce in the Plant during such fractional part of such Commitment
Year, pursuant to the provisions of Section 9 hereof (but not in
excess of six thousand two hundred fifty (6,290) short tons for
each calendar quarter), then the amount which Contractor shall
repay to Reserve under this paragraph shall be in ratable propor-
tion to such fractional part of the Commitment Year*

If the amount of the management and overhead charge for
production of STYRENE in the Plant during any Commitment Year,
when computed at the average rat* per pound realized by Contrac-
tor under the above schedule of charge* for th* combined produc-
tion of the Plant and th* aforesaid plants located at Port Neches,
Texas, and Gary, Indiana, during such Cosmitm«nt Year, shall b*
less than Forty-eight Thousand Dollar* ($48,000), then Reserve
shall pay the difference to Contractor.

If the said charge, similarly computed for any fractional
part of « Commitment Year preceding th* expiration or prior ter-
mination of this contract, is less than an amount in ratable
proportion to said forty-eight Thousand Dollar* ($48,000), He-
serve shall likewi** pay th* difference to Contractor.

It i* understood that said overhead and management chary;*
shall b* la lieu of • g*n*r*l offic* overhead and management
charge and 1* intended to cover general office cost* of and com-
pensation for executive management and legal, »*dical, technical
and other general service* and facilities incident to the opera-
tion of the Plant which are not capable of being Identified and
charged dirsctly to *uch operation. It 1* further understood that
no salarie* of Contractor'* executive officer* and ao part of the
•xpense of conducting Contractor'* corporate office* *hall be
otherwise charged hereunder except thoa* direct axpenae* *uch a*

11
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salaries of officers and fees of attorneys which are directly
attributable to the operation of the Plant and which are properly
chargeable as costs under Section 3 hereof.

It is understood that in connection with the operation of
the Plant hersunder, Contractor will need a reasonable amount of
working capital to meet Contractor's costs (as defined in Section
3 hereof) incurred prior to the receipt by Contractor of payment
tiierafor as provided in Section 6 hereof. Accordingly; Reserve
agrees that it will from time to time, as requested by Contractor,
deposit in a special bank account (or accounts) to be established
by Reserve in a commercial bank (or banks), such, amounts as may
then be requested by Contractor and approved by Reserve for such
working capital purposes. All payments by Reserve to Contractor
for 'costs,' as defined in Section 3 hereof, based upon itemized
statements submitted to Reserve in accordance with Section 6
hereof, shall likewise be made by Reserve in the fora of deposits
in said special bank account (or accounts) and the remaining amount
due under such itemized statements as an overhead and management
charge, as specified In Section 5 hereof, shall be paid by Reserve
directly to Contractor. The amounts so deposited in said special
bank account (or accounts) shall be subject to withdrawal by Con-
tractor only upon the approval and countersignature of a fiscal
agent (who may be an officer of Contractor) to be appointed by Re-
serve for such purposes. The amount so withdrawn shall be used
by Contractor only for the purpose of paying Contractor's costs
(as defined in Section 3 hereof) in connection with the opera-
tion of the Plant hersunder and for no other purpose whatsoever,
and the amount so withdrawn shall constitute payments (or advance
payments) by Reserve on account of the amount due Contractor
hereunder. If it shall appear at any time, based upon Contrac-
tor's accounting records or upon any inspection thereof by Re-
serve pursuant to Section 4 hereof, that the aggregate amount
then on deposit in said special bank account (or accounts) is in
excess of the amount required as working capital for the than
current operations of Contractor hereunder, the amount of such
excess shall be withdrawn by Contractor and repaid to Reserve.
Upon the expiration or any prior termination of this contract,
and upon the submission to Reserve by Contractor of the final
itemized statement (or statements) hereunder, an account ing shall
be aade to the end that Contractor shall receive payment from Re-
serve of the amount of such final statement (or statements)
either through withdrawals fron said special bank account (or
accounts) or through direct payment from Reserve, and any
balance thereafter remaining in said special bank account (or
accounts) shall be withdrawn by Contractor and promptly repaid
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to Reserve. The amount of any later statements submitted by Con-
tractor to Reserve pursuant to the provisions of Section 6 hereof,
shall be paid directly by Reserve to Contractor.

Section 6. At monthly intervals during the term of this eon-
tract, Contractor shall render to Reserve an itemized statement
covering so much of the costs defined herein as have been paid
for by Contractor or which are directly owing to Contractor by
Reserve to the date of such statement and for which reimburse-
ment has not been received by Contractor from Reserve.

On or before the twentieth day of each calendar month dur-
ing the term of this contract. Contractor shall render to Reserve
an itemized statement of the amount of the overhead and manage-
ment charge for* the preceding calendar month.

Reserve shall pay to Contractor the amount of each monthly
statement of coats, in the manner provided in Section 5 hereof,
and the amount of each monthly statement covering overhead and
management charge, within ten (10) days after receipt thereof.
In the event of the failure of Contractor to receive any payment
when due hereunder, Contractor may give Reserve written notice
of such default and upon the failure of Reserve to make said
payment within ten (10) days thereafter, Contractor may suspend
performance thereunder pending receipt of said payment.

Any item of cost, as defined in Section 3 hereof, the
liability for which is incurred by Contractor prior to the ter-
mination of this contract; but the settlement for which is not
made until after the termination of this contract, shall be paid
by Reserve to Contractor upon receipt of an itemized statement
or statements from Contractor, provided such statement or state-
ment a are submitted to Reserve within five (5) year* after the
date of termination of this contract.

3«etion 7. Contractor shall use its best efforts to procure
all materials necessary for the production of STTRSHX at the
Plant, b«t to the extsnt that Contractor is unable to obtain
such materials, Reserve shall endeavor to obtain such materials
and to make arrangements for delivery thereof to Contractor at
the Plant. TitIs to all materials purchased by Contractor hers-
under shall vast directly ia Reserve. Subject to the availability
of such materials and the capacity of the Plant, Contractor shall
use its best efforts to produce such qtiantitiss) of 9RRJH as)
a*y be specified by Reserve, as hereinafter provided in Section
9 hereof, and Contractor shall deliver the seas to Reserve, or
its nominee, at the Plant into faeilitiss to be furnished by
Reserve.
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Section 8. Nothing contained in this contract shall be con-
strued to be in derogation of the 'Agreenent on Exchange and Use
of Technical Information Relating to STTR2NS,' dated March 4,
1942, or any aaendaents thereof, to which agreement Contractor
is a party and the terms and conditions of which Contractor hereby
expressly ratifies.

-• • . Section 9. Beginning at the end of the calendar quarter dur-
ing, which the first unit of the Plant is ready for operation, the
Plant shall be operated on a calendar quarterly basis, such quar-
ters- to begin on the first day of January, April, July and October,
respectively, of each year. Reserve shall notify Contractor in
writing, not less than six (6) weeks prior to the beginning of
each calendar quarter, of the total amount of STXSZH3 which Re-
serve desires Contractor to produce at the Plant during such
calendar, quarter, which amount shall be manufactured as nearly
as practicable in daily quantities of a uniform amount during such
calendar quarter. Reserve shall take delivery of the STYR2NZ
hereunder at the Plant, or provide storage therefor. If Reserve
shall fail to give to Contractor the six (6) weeks' notice herein
required prior to the commencement of any new quarterly period,
production during such new quarterly period shall be at the same
rate as in the immediately preceding quarterly period.

Section 10. Contractor shall maintain insurance of such
character, and in such amounts, as may be required froa\ tiae to
time by Ressrra, or by Defense Plant Corporation; and Contractor,
with the approval of Reserve, may maintain other insurance compa-
rable in character and amount to that customarily carried by Con-
tractor in its other activities, taking into consideration the
relative hazards involved.

•

Section 11. It is understood that in the performance of this
contract Contractor shall in no event be liable for, but shall be
held harmless by Reserve against, any dasiage to or loss or destruc-
tion of property (whether owned by Reserve, Defense Plant Corpora-
tion, or others) or any injury to or death of persons. In any
manner, arising out of or in connection with the work hereunder,
unless it be shown to hate been caused directly by bad faith or
wilful misconduct on the part of an officer of Contractor or any
representatlva of Contractor having supervision and direction of
the Plant as a whole, acting within the scope of his authority
«nd employment, or unless it results from the failure of Contrac-
tor to carry such insurance coverage as Contractor may be required
to carry under Section 10 hereof.

Section 12. On or before the twentieth day of each calendar

V
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month during the term of this contract, commencing with the
month in which the first STYRZNZ is produced in the Plant, Con-
tractor shall render to Reserve a comprehensive Production
Report, in form satisfactory to Reserve, reflecting the elements
of operating costs for the preceding calendar month, together
with actual tonnage of STYRZNS produced during the preceding
calendar month and showing both monthly figures and cumulative
year-to-date figures on production and actual costs of produc-
tion.

Section 13. All contracts which Contractor may execute in
connection with the operation of the Plant which run for a
period of six (6) months or more, or which represent an obliga-
tion on the part of Contractor in an aggregate sum of Five Thou-
sand Dollars ($5,000) or sore, shall be first submitted to Re-
serve for approval prior to execution. All arrangements or
agreements, pursuant to which Contractor aay itself furnish sup-
plies or services to the operation of the Plant, shall be first
submitted to Reserve for approval prior to execution.

Section 14, In so far as the Act of June 30, 1936 (49 Stat.
2036; U. S. Code, Title 41, Sees. 35-45) (Walsh-Healey Act) is
applicable and continues in effect, the following representations
and stipulations cad* pursuant thereto form a part of the require-
ments and conditions of this contract; it being understood that
in the event of any amendments to or modifications of said Act
the said representations and stipulations shall be an ended or
modified accordingly:

(a) Contractor is the manufacturer of or a regular dealer
in the materials, supplies, articles, or equipment to be manu-
factured or used la the performance of this contract.

(b) All parsons employed by Contractor in the manufacture
or furnishing of th« materials, supplies, articles, or equip-
ment used in the performance of this contract will be paid,
without subsequent deduction or rebate on any account, not less
than the minimus wages as determined by the Secretary of Labor
to be the prevailing minimum wages for parsons employed on
similar work or in the particular or similar industries or
groups of industries currently operating in the locality in
which the materials, supplies, articles, or equipment are to
ba manufactured or furnished under this contract; Provided,
however. That this stipulation with respect to minimal wages
shall apply only to purchases or contracts relating to such
industries as have bean the subject matter of a determination
by the Secretary of Labor.
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(c) No person employed by Contractor in the manufacture
or furnishing of the materials, supplies, articles, or equip-
ment used in the performance of this contract shall be per-
mitted to work in excess of eight (6) hours in any one (1) day
or in excess of forty (40) hours in any one (1) week, unless
such person is paid such applicable overtime rate a* has been
set by the Secretary of Labor.

(d) No male person under sixteen (16) years of age and
no female person under eighteen (18) years of age and no convict
labor will be employed by Contractor in the manufacture or
production or furnishing of any of the materials, supplies,
articles, or equipment included in this contract.

(e) No part of this contract will be performed nor will
any of the materials, supplies, articles, or equipment to be
manufactured or furnished under this contract be manufactured
or fabricated in any plants, factories, buildings, or surround-
ings or under working conditions which are insanitary or haz-
ardous or dangerous to the health and safety of employees engaged
in the performance of this contract. Compliance with the safety,
sanitary, and factory inspection laws of the State in which the
work or part thereof is to be performed shall be prima facie
evidence of compliance with this subsection (•}.

(f) Any breach or violation of any of the foregoing rep-
resentations and stipulations shall render the party responsible
therefor liable to the United States of America for liquidated
damages, in addition to damages for any other breach of this eon-
tract, in the sum of Ten Dollars ($10) per day for each Bale
person under sixteen (16) years of age or each female person
under eighteen (18) years of age, or each convict laborer know-
ingly employed in the performance of this contract, sad a sum
equal to the amount of any deductions, rebates, refunds, or
underpayment of wages due to any employee engaged la th« p«r-
formano.ej of this contract; and, in sdditlon, the agency of the
United States entering into this contract shall hare the right
to cancel same and to naJce open-market purchases or enter into
other oontrsots for ths completion of the original contract,
charging any additional oost to ths original contractor. Any
sums of money due to ths United States of America by rsason
of any violation of any of ths representations and stipula-
tions of this oontraet ss sst forth hersin mey bs withheld
from any amounts dus oa this contrsot or may bs rsoorered la
a suit brought in ths name of ths United States of America by
the Attorney General thereof. All sums withheld or recovered
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as deductions, rebates, refunds, or underpayments of wage*
shall be held in a special deposit account and shall be paid,
on order of the Secretary of Labor, directly to the employees
who hare been paid less than mininua rates of pay as set forth
in such contracts and on whose account such suns were withheld
or recorered: Provided. That no claims by employees for such
payments shall be entertained unless oade within one (1) year

—from the date of actual notice to Contractor of the withhold-
ing or recorery of such suns by the United States of America.

,{g) Contractor shall post a copy of the stipulation* La
a prominent and readily accessible piece at the site of the
contract work and shall keep such employment records as are
required in the Regulations under the act arailable for inspec-
tion by authorized representatires of the Secretary of Labor.

(h) The foregoing stipulations shall be deemed Inopera-
tire if this contract is for a definite amount not in excess
of Ten Thousand Dollars (410,000).

Section 15. No member of or delegate to the Congress of the
United States of America or Resident Commissioner shall b* admitted
to any share or part of this contract or to any benefit that may
arise therefrom, but this proTision shall not be construed to
extend to this contract if made with a corporation, for its general
benefit.

Section 16. In the performance of this contract, Contractor
shall use only such unmanufactured articles, materials and sup-
plies as hare been mined or produced in the United State* and
only such manufactured article*, material* and supplie* a* have
been manufactured in the United State* substantially all from
article*, material* or supplies mined, produced or mannfaotured,
as the case may be, in the United State*. The foregoing provi-
3ions shall not apply to euoh article*, material* or cupplie* of
the claa* o* kind to be used, or such article*, material* or sup-
plies from w&lch they are manufactured a* are not mined, produced
or manufactured, a* the ea*e may be, in the United State*, in
sufficient and reasonably available comercial quantitie* and of
a satisfactory quality, or to such articles, material* or *upplie*
as may be expre**ly excepted from the provision of thi* Seetion
16 by Be*err*.

Section 17. All STYR£ZH to be delivered hereunder *hall be
subject to inspection and te*t by Ee*erre or by it* designated
agent*. Uethod* of analysl* *hall be in accordance with tho*«
prescribed in Exhibit 'A* attached hereto.
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Section 18. Reserve may, at an/ time and from tisie to time,
by written notice to Contractor given sufficiently in advance
to permit compliance therewith, request that Contract Specifica-
tions for STYRZN'S thereafter to be produced hereunder be altered
in such manner commercially practicable to Contractor as Reserve
shall reasonably specify. Contractor shall make every reasonable
effort, but shall not be obligated, to produce STra2MS conform-
ing to eny such altered Contract Specifications.

Section 19. In the event Contractor no* owns or controls
or hereafter acquires any United States Letters Patent during
the term of this contract relating to the use of snCRSHE in the
production of Synthetic Rubber, Contractor agrees not to assert
any claim against Reserve or its agents for any act of infringe-
ment of Contractor's aforesaid United States Letters Patent by
reason of the manufacture, use or sale by Reserve or its agents
of Synthetic Rubber made front ST"2R2I£ produced during the term
of this contract.

Section 20. Contractor warrants that it has not employed
any person to solicit or secure this contract upon any agreement
for a commission, percentage, brokerage or contingent fee. Breach
of this warranty shall give the Government the right to terminate
this contract, or in its discretion, to deduct from payment* due
Contractor the amount of such commission, percentage, brokerage
or contingent fee. This warranty shall not apply to commissions
payable by Contractor upon contracts of sale secured or made
through bona fide established commercial or selling agencies
maintained by Contractor for the purpose of securing business.

Section 21. This contract shall automatically terminate upon
the cancellation or termination of the Lease Contract*

In additioa, Reserve shall have the right to cancel this con-
tract at any tfcte prior to receipt of notice fro* Contractor that
the first unit of the Plant is ready for operation, a* provided
in Section t hereof, upon giving to Contractor ten (10) days' writ-
ten notice of such cancellation, and Reserve shall have the further
right to cancel this contract during that period of tha> term hereof
subsequent to the receipt of said notice upon not less than ninety
(90) days1 written notice to Contractor. At the expiration or
prior termination of this contract, Res err e shall pay to Contrac-
tor all 'costs/ as defined herein, not already paid to Contractor
by Reserve, including all coats, expenses and losses sustained or
incurred by Contractor in anticipation of the performance of this
contract not reimbursable under the Lease Contract, or otherwise,

>
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and any loss sustained by Contractor on all such obligation*,
cocr.itments and claims as Contractor may bar* undertaken or
incurred in connection therewith prior to such cancellation,
and, in addition, Reserve shall pay to Contractor that propor-
tionate part of the overhead and management charge, as defined
in Section 5 hereof, which renains unpaid. In the erent Con-
tractor has on hand any material* in a raw or unfinished state
of processing at the tine of the expiration or prior cancella-
tion of this contract, Reserve at its option shall hare the
right to require Contractor at Reserve's expense to complete
such processing in so far as is practicable in order that the
maximum value of such materials may be realized by Reserve.

Section 22. The failure of either party hereto to insist,
in any one or more instances, upon performance of any of the
terms, covenants or conditions of this contract, shall not be
construed as a waiver or a rellnquishaent of the future perform-
ance of any such term, covenant or condition of the other party
hereto, but the obligation of such other party with respect to
such future performance shall continue in full fore* and effect.

Section 23. Contractor shall not sell, assign, or pledge
its interests under this contract, nor any of its rights, powers,
privileges, duties or obligations hereunder, without the prior
written consent of Reserve. Reserve may assign its interest
under this contract to any other branch of the Government, and
upon such assignment such other branch of the Governaent shall
acquire all the rights, powers, and privilege* of Reserve here-
under and shall be bound by all the duties sad obligations of
Reserve hereunder, and Reserve shall thereby cease to have any
rights, powers, privileges, duties or obligations hereunder; it
being expressly understood that any such assignment by Reserve
of its interest in this contract to any other branch of the
Governaent shall be subject to all toe rights, powers) and
privileges of Contractor hereunder and shall be oonditloned
upon such assignee's assuming all duties and obligations of
Reserve hereunder.

Section 24. In the performance of this contract, Contrac-
tor shall comply with and give all stipulations and representa-
tions required by any applicable Federal, state), municipal or
local law, and any applicable rules, order*, regulations oar
requirements of any governmental depsrtmem* o» bureau, bat
nothing herein contained stall be construed as preventing Con-
tractor from contesting In good faith the validity of soy «oeh
lav, rule, order, regulation or requirement, or In contesting
in good faith any charge that Contractor has not complied there-
with.

J



362

Section 28. If the performance of this contract la Inter-
rupted or preTented by reason of labor shortage or labor dis-
putes, from wnaterer cause arising, and whether or not the
denands of eoployees of Contractor shall be reasonable and
within Contractor's power to concede, or if the performance
of this contract is interrupted or preTented by reason of acts
of God, acts or requirements of the GoTenunent, war, flood,
fire, explosion, accident, sabotage, inability to obtain fuel,
power, essential nateriala, or any cause beyond Contractor's
reasonable control, whether of a similar or dissimilar nature,
Contractor shall be excused froc the performance of this con-
tract while or to the extent that Contractor is preTented from
so performing by one or more of such causes and the perform-
ance of this contract shall be continued as soon as practicable
after such disability is remoTed.

Section 26. The term of this contract shall be for a period
consnencing with the date hereof and ending fir* (9) year* after
completion of the Plant and all the units of the Plant are ready
for operation, as prorided in Paragraph 2IQHT of the Lease Con*
tract.

Section £7. In the employment of workers for tna perform-
ance of this contract, Contractor shall not discriminate against
any worker because of race, oread, color, or national origin.

Section 28. All notices of erery nature to ba giren to
ReserTe, pursuant to this contract shall be in writing addressed
to 'Rubber Reserve Company, 811 Teznont Arenua, V. W., washing-
ton, D. C.,' and all such notices to ba giren to Comtrmotor,
pursuant to this contract, shall be in writ ins; addramwa* to
'The Dow Chemical Company, Midland, Michigan,' unless otnerwisa- ,
directed in adraaea by either party. .;•„-.' '.* •**"

the I
Spatlott 29. Tnijoontract shall ba construed

the "State of Michigan.

wESHJOT, Rubber ReserTe Company
Company hare caused this contract to ba executed by thai* rajjfoftlfŵ
officers, duly authorised thereto, and their-raa]
seals to ba hereunto affixed, duly attested by their
fleers, at of tna day and year first abort writt«*,"v*

ATTSST:

Secretary
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ATTiST: T5S DOW CE3IICAL COJ.J

By

-Sxhlbit "A" referred to In the foregoing form of Agreement is at-

tecbed to and a pert of the copies of such Agreement to be executed, one of

auch executed copies to be retained in the files of this Coepany.

The Executive Committee authorized Mr. Klossner, or a Vice Presi-

dent, to execute on behalf of this Company an Agreement in the following
f

fore between Rubber Reserve Company and The Dow Chemical Company, and author-

ized the Secretary, or Assistant Secretary, to affix the seal thereto and

attest the same.

"THIS CONTRACT, made and entered into this day of
, 1942, by and between ROBBER RSSZRVE COMPANY

(hereinafter called 'Reserve'), * corporation created by Recon-
struction Finance Corporation pursuant to Section 5d of the Recon-
struction finance Corporation Act, as aaended (said Section being
hereinafter called 'Section 5d')» and haring an office for the
transaction of business in Washington, D. C., party of the first
part, and THS DOJT CHEMICAL COMPANY (hereinafter called 'Contrac-
tor'), a corporation organized and doing business under the laws
of the State of Michigan, qualified to do business within the
State of Indiana, and haring an office at Midland, Michigan, party
of the second part;

W I T N E S S 2 T H :

WH2RSA3, in order to aid the Government of the United States
(hereinafter sometimes called the 'Government') in its National
Defense Program, Reconstruction Finance Corporation is author-
ized by Section 5d to create corporations with certain enumerated
powers including the power to produce strategic and critical
materials as defined by the President; and

WHEREAS, by his letter addressed to the Federal Loan Admin-
istrator, dated June 28, 1940, the President has defined as


